ILLINOIS DEPARTMENT OF INSURANCE
MEDICAL MALPRACTICE REPORTING
EXHIBIT 2B RESERVE STUDY

1. PROVIDE A GENERAL DESCRIPTION OF THE ACTUARIAL
METHODOLOGIES USED TO DETERMINE AND MONITOR CARRIED
LOSS AND LOSS ADJUSTMENT EXPENSE RESERVES FOR THE
MEDICAL MALPRACTICE BUSINESS WRITTEN, INCLUDING
FREQUENCY OF REVIEWS.

PICA’s internal actuary monitors carried reserves on a quarterly basis and
communicates findings to the independent opining actuary. At year end, the
independent opining actuary performs his own analysis to make sure that
carried reserves are appropriate. Both actuaries are Fellows of the Casualty
Actuarial Society and perform their duties using sound actuarial procedures
including the utilization of four methodologies in the estimation of loss and
loss expense reserves.

2. DISCUSS THE ADEQUACY OF MEDICAL MALPRACTICE LOSS AND
LOSS ADJUSTMENT EXPENSE RESERVES AS OF THE MOST RECENT
YEAR-END AND IDENTIFY AND DESCRIBE ANY MATERIAL CHANGES
IN THE PAST FIVE YEARS IN AMOUNTS OF CARRIED RESERVES AND
IN RESERVING METHODS. IF A MATERIAL UNFAVORABLE TREND
EXISTS, INDICATE WHAT ACTIONS WERE TAKEN TO ADDRESS THIS
ISSUE. IDENTIFY THE MATERIALITY STANDARD USED TO RESPOND
TO THIS QUESTION AND PROVIDE THE BASIS FOR THIS STANDARD.

Both PICA’s independent opining actuary and actuaries for PICA’s
independent auditor have determined that PICA’s carried reserves at year
end 2006 are adequate. No material changes have occurred the last five
years in regards to reserving methods.

3. COMPARE COMPANY TRENDS TO INDUSTRY TRENDS, WITH
REGARDS TO THE MEDICAL MALPRACTICE LINE OF BUSINESS AND
INCLUDE INFORMATION ABOUT THE SPECIFIC BUSINESS WRITTEN
BY THE COMPANY AND, IF NECESSARY, REASONS WHY COMPANY
TRENDS ARE DIFFERENT FROM THE INDUSTRY.

PICA’s loss and loss adjustment expense trends are consistent with the
medical malpractice industry as a whole. Like other companies, PICA is
observing a slightly negative frequency trend and a small positive severity
trend. The combined loss cost trend is slightly positive but lower than that of
most medical malpractice companies due to PICA’s lower exposure to claims
resulting from catastrophic medical errors.



ILLINOIS DEPARTMENT OF INSURANCE
MEDICAL MALPRACTICE REPORTING
EXHIBIT 2B SURPLUS STUDY

PROVIDE A GENERAL DISCUSSION REGARDING THE ADEQUACY
OF SURPLUS REPORTED ON ANNUAL STATEMENT, PAGE 3
(LIABILITIES, SURPLUS AND OTHER FUNDS), LINE 35, SURPLUS AS
REGARDS POLICYHOLDERS, AS OF THE LAST YEAR-END.

Surplus increased $11.6 million (19.1%) due primarily to $8.6 million in
net income and $1.7 million decrease in non-admitted assets primarily
deferred tax asset and EDP equipment and software. The non-admitted
assets continue to decrease as the larger software items are amortized.

PICA’s total adjusted capital of $72.6 million, compared with its RBC
requirement of $11.9 million is well above the required minimum.

IDENTIFY AND DESCRIBE ANY MATERIAL EVENTS OR KNOWN
MATERIAL TRENDS, FAVORABLE OR UNFAVORABLE, IN THE
INSURER’S SURPLUS ACCOUNT IN THE PAST FIVE YEARS. THE
DESCRIPTION SHOULD INCLUDE ANY SIGNIFICANT CHANGES IN
THE SURPLUS RATIOS SHOWN ON EXHIBIT A. IF A MATERIAL
UNFAVORABLE TREND EXISTS, INDICATE THE COURSES OF
REMEDIAL ACTIONS ALREADY TAKEN OR THAT ARE AVAILABLE
TO THE INSURER AND THE EFFECTS OR POTENTIAL EFFECTS OF
EACH. IDENTIFY THE MATERIALITY STANDARD USED TO
RESPOND TO THIS ITEM AND PROVIDE THE BASIS FOR THIS
STANDARD.

There have been no material events or known material trends, favorable
or unfavorable, in the company’s surplus account in the past five years.



ILLINOIS DEPARTMENT OF INSURANCE
MEDICAL MALPRACTICE REPORTING

THE CONSULTING ACTUARIAL REPORT AND DATA SUPPORTING THE
COMPANY'’S RATE FILING SHALL BE INCLUDED IN FILE 4, AS REFERENCED
IN APPENDIX B. EACH COMPANY SHALL FILE THE ACTUARIAL REPORT
PROVIDING JUSTIFICATION AND DATA SUPPORTING THE MOST RECENT
MEDICAL MALPRACTICE RATE FILING.

Attached is a copy of PICA’s most recent Illinois rate filing which became effective
in April 2007. In the State of Illinois, the company writes medical malpractice
coverage for podiatrists only; therefore, the attached filing contains actuarial data
specific to the podiatric specialty.
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2007 Reviscd Rate Fiing wiourrenlly approved rules
Camoany Filing Number. 14.-758-F
Proposce Elfectve Daler Apnl 1 2007 SPRINGFIELD, UJINQIS

Dear s MNouman

We ane submitting for your appraval revisians o the curently approved rates for the above referenced
prograrn The last rewsion af the rates cJrrenty approved for the program were appraved uader SERF -
Tracking SERT-GFPRJK4B8/G0-00/00-60:00 with an effective date of 4/1;20068  The carrently approved
nsles far the program were approved nnder SFRFF Tracking SERT-BFPRJKABSMN0-0000-00/00 wilh an
implementation date of 2/1/2007  We currentty have a revised rule filleg, 1L-823-F. pending your apprwal
which includes adding a group discount and mnar revisions to the exiendod reporting perad coverage as
requestad by your department  There are no additional revisions |0 the rules beng propnsed under this
filirig,

wilh Lhis filinn, we are requasting a rate change of -5 0%, Our request 1s bascd upon inc allached
cxhibits propsren by our Chief Actuary John B Daniet, FCAS, MAAA, whose Actuarial Mamaorandum s
alsc cnclnsed to provide a mors detaved explanation with respaal 1o the materials being filed

In ardhtian, we are subnuting 1he following

s Two copies of the Cover Letier and & postage paid self axldressad rotum enveicna for the return
of ane copy of the Cover Leter with your stamp of approval

~  Toryour adviscment, we arc naluding a copy of the curmently approvad PICA odiaine Hal ag
Manual Bd 1-05 2nd inoig supplement,  All changes have becn effected wvia the Hhinos Kating
Manual Supplement The currenlly approved Tinois susplemant s £d 1-07 (efechve 20 207

n WY affirm that the Company does net urfarky discriminate in offenng, admenstarng, or apalying
thelﬁ.ljm raling manual ancdfor any amendasd provisions. Cortfication oy a compary officer 1
included

s The llinos Duad Certification as reguired

»  Two copes of lliinme Form RF-2 as requied

a  Proposod 2007 Rates for each Minois Termiory

n 2006 Rates for cach Hinois Torriory with all revisions marlkad.
a  fAecomplaeted linos Review Roeourements Chegklist

Dronda & Crawrord e Regulstory Aftairs Coordinatr
110 Wreshwnod Place »~ Brentwood, TH 37027
[-B00-231 5/07 or §15-371 877G % 2150« [Fax H15-370-2803 = borawlonlf@piceonounp com
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W Gayie Neuman

llincis Department of Insurance
Fabruary O, 2007

Please o not hestate to contact me f yeu need any additional information Your review and
consklaration 1 appreciated.

sincerely.
/L ; N Lo
lk?xjii;f tmda /. me Tl %/} Coiepd .
Brrefda & Crawlor li/:l

Requlalony Affairs Coordinator
1-800-251-5727 Ext 2150

Enclosures

Brenda G, GCrawfard « Ragulatory Affairs Coordmalor
110 Westwnod Place » PBrenptwood, TR 37027
$-BO0-251-0727 or 815-371-R775 », 2150 » Fax §15-370-4803 = brrawiord@pcagroup com
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Message Page 1 0f 3

Brenda Crawford

From: WNeuman, Gayle [Gayle Neuman@iincis.gov]
Sent:  Thursday, May 83, 2007 2:30 PW

Tor Branda Crawford

Subject; RE- PICA Rate Filing # 1l.-753-F

1 printed it out, and walked down to Fam's office - | has been inserled 1 the red e,

From: Rrenda Crawflord [mailto: BCrawford@picagroup.com]
Sent: Thursday, May 03, 2007 11:55 AM

To: Andersen, Julie

Cc Neuman, Gayle

Subject: RE: PICA Rate Filing # IL-758-P

ks Ancdersan,

Thanlks lar noticing this decrepancy. We are reguesting a 5% decrease and have correctad our April 11, 2007
response [eller, The maximum decrease for a single policy remains at $1,627,

Thanrks,

Henda Craford

Ragpubatory Affaivs Coordinator

The PICA Group

110 Westwood Place
Bremiwand. TN 37027

Phoue: 015-371-8776 kxt. 2150
Fan: 615-370-48073

————— Original Message-----

From: Andezrson, Julle [mailtoIulie A Anderson2aillinois.qov]
Sent: Thursday, May 03, 2007 ©:24 AM

To: Brenda Crawford

Ce: Meuman, Gayle

Subject: RE: PICA Rate Filing # Tl.-758-p

Ms, Crawford,
Wiie notice In liem 8 of your response that it states that all policies will receive the same 5% increase
Should that say decrease since this filng has a proposed effect of -5%7

Thanl you,

Julie Anderson, ACAS, MAAA

Associate Casualty Actuary

Il Pept of Finansial and Professional Reoguation
Division of Insurance

Phone:, 217-524-5421

Fax 217-524-3371

52272007
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This email messaga. Including any attachments, is intendad for the sole use of the addresses and it
caniaing information that may he confidential, privileged andior exempt from disclosure under applicable
laws, Addiionally, this email may contain information that is prehisted from disclosure by the llinois
Insurance Gade 215 [1.CS 51101 ef seq and any unauthorized disclosure may result in civl forfeitures or
criminal penatties  This email is intended o be canveyed anly to the designated recipient(s} [f you are not
an intended recipient of this message, please natify the sender by replying to this message,

Julie.A Anderson2g@@illinois.gov, and then deleta it from your system. Use, dissemination, distalution, ar
raproduction of this messege by uniniended recipients is not authorized and may be unlawiul

From: Brenda Crawford [mailto:BCrawford@picagroup.com]
Sent: Thursday, April 17, 2007 6:20 PM

To: Anclerson, Julie

Loz Mouman, Gayle

Subject: RE: PICA Rate Filing # T.-758-P

Ms Anderson,

Mtached please find our leller of response and supporing exhibits as prepared by Mr. dchn B Daniel, aur
Chiaf Actuary

Mease lat us know if you have any other questions.  We appreciate your continued review

Brenda Crwinford

Kequfatary Affars Convidinator

The PICA Group

110 Westwood Place
Rrenbwood, TN 37027

Phone; 615-371-8776 Fxt. 2150
Fax: 615-370-4803

Frem: Anderson, Julie [Tmailto:Julic A Anderson2 @illinols.gov)
Sent: Maonday, Aprl (32, 2007 3:08 PM

To; Brenda Craviford

Cc: Meuman, Gayle

Subjeck: FICA Ratc Fillng # IL-758-P

s, Crawford,

| have conducted my initial review of the above referenced rate filing. Before 1 can completo my
review, 1 have 21 [ew guestionsaterns neading mare informatinn as follnws,

1. Please provide ackuarial suppaort for the General Administrative Expense ratio shown in Table
1.

2. The General Administrative Expense ratio has decreased dramatically from the 1ask rate
change. Pleasa oyplain,

3. In reference to guestion 2, does PICA wlilze methods 1o prevent sharp fluctuations from one

year to annlher, such as averaging multiple years' ratios?

Please provide actuarial support for the prafit and conlingencies load of 5% shown i Table 1

Plaase provide actuanal support for the nvestment incoma percenlage shawn in Table 1

How many policies cumently teceve a8 schedule rating credt? How many raceve debits?

How many policies recelving credits or debits surrently receive the maximuom®?

P

52272007
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Page 3 ol 3

8. What s the maximum increase and decrease ta a given palieyholder as a result of this
channe? Please provide both a parcentage and a doliar amount.
0. \What is the average premium charged to a policyholder for this pragram?

Thank you, Please provide your answers directly 10 me by Apnl 186, 2007
Hzave 3 graat dayl

Julie Ancerson, ACAS

Associate Casualty Actuary

Il Dept of Finanaial and Prafessional Requlation
DCivision of Insurance

Phone 217-524-5421

Faw, 217-524-2271

This email messaqe, including any attachments, 18 intended for the sole use of the addrosses and it
contafng infarmation that may be confidential. privileged andfor exempt from diselosure under
applicable laws. Addiflanally, this emall may contain information that is profilited fram diseclosure
by the llinais Insurance Code 215 ILCS /107 ot seq and any unauthorized disclosure may resiltin
civil forfeilures or crirminal penalties. This email is intended to he conveyead anly 1o the designated
recipient{s). 1f you are nat an intended recipient of this message, please notify the sender by
replying to this message, Julie A Anderson2@illinois.gov, and then delate it from your system, Use,
dissemination, distribution, or reproduction of this message by unintended recipients 15 nat
authonzed and may De unlawiul

ER T R R R I A TN R E R ] R Py

Clsclanner. Tins alectrenic message may contaln infanmatian that is Confidential ar lagally orelegecd, 1Eis nended only far the use of
tho indendual{s) and erdity naemed in 1he resasge I yau are not an inlonded reoipient of Is messagr, pleasa nofify the sander
immediately and delete the maierial from yonr compuler Do not dollver, distilbugte aor copy this message and de not disclesa ks
contents nrtale any achon in reliance on e ipformatlon it contains

AR AR R AR AV ERATEY NAAN PN RS + AnALALTLI R bk e A A LA LT
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April 11, 2007

Jule Anderson, ACAS

Assomate Casually Actuary

llinens Diepartment of Financial and Professional Requlation
Ciwision of [nsurance

320 West Washingtan Stroet

Springficld, Minois B2767

Ee: Company Rate Filing # IL-758-P
Daar Ms, Antderson

This letbar 15 written in response to your nouiry of A2/2007. The various items you requested are
listecl Lo

ltean 1) Actuarial support for the General Administrative Support ratio 15 provided in the attached
Appendix, Exhibit 1

Kem 2% The reason for the cdrop in the General Administralive Expense ratio 1s the shift of the
DUM business formerly assumed under a 50% quota share agreocment from Gulf Insuranee
Company to Direcl business, We are providing the same adminisirative and slaims adjusting
senvices but no longor splifting the premium,

ltem 21 PICA has historically used averages over several years but does not believe that this 1s
approprigte any lenger due to the increase in Direct premium mentioned abowve.

ltem 4}, The profit and contingencies load shown in Table 1 is not derived actuanally. s
salected by PICA managemant to achieve a combined ratio of 35%. PICA management belisves
that this ratio is appropriate for maintaining lhe sclvency of the company.

ltem 5% Actuanal suppaort for the investment Income percentage shown in Table 1 ¢an be found
in the aftached Appandix, Exhibit 2

ltem 6); Urnder a separate pending mile filing {IL-823-F}, PICA has filed a group discount nule,
This discount was previously applied under the schedule rating rule which has now been
removee from the PICA Pod Rating Manual effective 2/1/2007. As of 4/1/2007, PICA has 27
palieyholders receiving this group discounl. As per the proposed rule 9% will be the maxmum
group discount, There are no policyholders recaiving a dehit,

ltem 7). As statecd in item 6., PICA has removed schedule rating froem the PICA Pod Ratng
Manual but requested the inclusion of a group discount rule. The group discount is tha only
usefapphination of & credit under the previous schedule rating rule. Under the previous schedule
raling provision, there was roference fo a combined maximum crodit or debit of 268%; however,
the maximum credit (diseount) will be 5% for Lhe group discount,

Hom BY, Al policies will receive the same 5% dectease. The maximum decrease in dollars for a
single policy is $1,627,

ltem 8 The average premium charged is $9,439,

Flease lat me know (f you have any additional questions.

Sincerely,
Jofer . Dandel

Anhn E Danicl, FOAS, MAAA
Chief Actuary, The PICA Group

110 Weshyond Place » Brontweood, TH 37037
1-800.251-87Y27 «2030 « Fax 6515-370-4803 » danel@picacroup.cam



Q00 JOJ 19840 O] peUnEEy WG WNWed (4[1¢ [0 WYE Syt josed SDUpEC" asUsdxs psoaes

(eiz) = (5]
(Cinih = i
FIUSWFELS [BNY 2 3Id Wi (£}
"mUALEELS [ENUiry €50|d Wil (g)
"SJUELUAELRYE "ENUY &'y L 101 (fH]
1SE70N
UGLC WUPE L aie'y el SEbd bk L6 AT Iy (e
A" UL EE LRbCTA L Lol | TR U85EE YLpGoE 58 v asuzdvg SAlBNEIURLPY |BISUSD) |F)
“ebupea] [Biey G00% FOJE £00T ZO0Z 100g
atuedx SNIGYOT ISNIEXE H
grigEy
£/ BEE'60T FO6'EE5 RS OeR' L PETS srLEL'Er BOELIT LE BC'SRA'FE wni=Lg pawEl [peag (g
TS AR C] S00°ESE'E L bEEE gI¢'EnL g Tok'Eea'E ZLl'GOE'E Iy el
|05 REE G ZEF'EL5Cl 56L'0LE 21 {19% $05°5 LELEER' LY LIg'LEL BEUSOXZ SAELE LY [RISuas (|}
=KL BOIZ 02 ECOE Z00E Loog

JEN3IET 40 SH¥V1100 Y

SANKYOT TENTLXT AL ALLNNOD 40 NOILVAIRIA

JALIVELTEI TYIIEIW ML IVITOd

L a3 xipusddy
SIONLTN

YOHIWY 40 ANVEIR0D SONYENEN AHLYIQOd




PODIATRY IMSURANCE COMPAMY OF AMERICA
PODIATRIC MEDICAL MALPRACTICE
ILLINOIS
Appeandl, Exhibit 2

ESTIMATION CF INVESTIMENT IMCORME

Motes,

{31 Cumulative factors from Appendi, Exhibit 5.
£4) = 100.00% ¢ {3}
{5} = [(4) - {43 for prior year]
{6} ={5)/{{100.00% + {17]* (2 - D 5}
{73 = Tofal (5 - Total (5)
(8 From Column (4 of Appendix, Exhlbit 8
(8) =73 (8)
(10) = Addtive Invarse of {8}

{11 Digcount ate = 5,0%
Oiscountar
Paid Curntalive Incremental Incremental
Loz + AL A FPercrnt Prrocent Fercent
Yearal Development of Logses of Losces of Losses
Paymant Factor Fald Paid Paid
(@) (3) ] ) {6}
1 10.033 o a7 097 % 9.73%
2 2148 46 50% 305.59% 34.01%
3 1,327 7h.36% 28 a0, 25,500
4 1117 BO.53% 14.17% 11.84%
5 10458 05.33% 5.80% 4, BG%
B 1.006 09 A 4 17% 312%
7 1.000 100 00% 0.60% 0.A5%
8 1 000 100 00% 0.00%: [1.00%
bl 1,000 100.00% 0 00% 0 GO
100.00% B5.A8%,
(7] Invesbment Incame as Paroent of Lossas = 10 B2
{8) Expectxl Loss Ralio = 450 BO™
(0% Investmont Inceme as Percent of Premium = 5.93%
{10} Imwestment Income Offset = -5.93%



From: Anderson, Iulie [Julic. A Anderson2i@illinods gov]
Seni: Monday. April 02, 2007 3.06 PM

To: Brenda Crawlord

Ce: Neaman, Gnyle

Subjeet: PICA Rate Tiling # TL-758-P

s, Crawford,

| have concducted my inbal review of the abowve referenced rate filing. Before | ¢an complste my
reviow, 1 have a few questionslitermns needing more infarmation as follows:

1 Please provide actuarial suppart for the General Adminisirative Expense ratio shown in
Table 1.

2. The General Administrative Expense ratio has fdecreased dramatically frorm the |ast rate
change. Please explain.

3. Inreference to question 2, does PICA ublize mathods to prevent sharp flustuations fram

one year to another, such as averaning multiple years! | ratios?

Please provide actuanal support for the profit and contingencies load of 5% shown in

Tahle 1.

Please provide actuarial supportt for the investment income percentage shown in Tabie 1.

Hesw many policies currently receve a schedule rating credi? How many receive dobits?

Hlow many policies recemng credits or debits currently receive the maximum?

What 15 the maximum incraase and decrease to a given policyholder as a result of this

changs? Ploase provide hoth a percentage and a dallar amount,

8. What is the average pramium charged to a palicyholder for this program?

+

2o e

Thank you. Please provice your answors divectly to me by April 16, 2007,
Hawve a great day!

Jule Anderson, ACAS

Aasociate Casualty Actuary

(L Dapt of Financial and Professional Regulation
Crrsion of Insurance

Phane: 217-524-5421

Fax 217-H24-2271

This email message, including any attachments, is intended for the sole use of Ihe addresses ancd
It cantains infanmaban that may be confidantial, privileged andfor exempt from disclosure inder
applicable laws  Additionally, this email may eontain information that is prohibited from disclosure
by the Mnous Insurance Code 215 ILCS 5M01 et seq and any unauthorized disclosure may rosult
in el forfaituras or eriminal penalties. This email is intended o be conveyed only ta the
designated recipients) i you are nol an intended recipient of this message, please notify the
sender by replying to this message, Julie, A Andarson2@Ninois.gov, and then delete it from your
syslem  Use, disseminaton, distribution, or reproduction of this message by unintendad
recipicnts 15 nob authorized and may be unlawiul,



.
- o - - !

May 22,3007 | ceen o

L

s, Gayle Menrman

INmos Depatment of Insurance
320 West Washinalon Streot
Sprngheld Minos 82757

RE: Fodiatry Insurance Company of America a Mutual Gompany
MAIC Group# 35804 - NAIC Company# 14460 - FEINF 55-1403235
Line 11.1-Medical Malpractice-Glaims Macle Only
Podialrist Professonal Liabiiily Frogram
2007 Fevised Rate Filing w/ourrently approved rules
Campany Fiing Number; IL-758-P
Fropozed Effectve Date  Apnl 1, 2007

Dear Ms MNeuman:

We are submitling for yaur approval revisions to the currently approved rates for the above referenced
prograrn, The last vevisian of the rates currently approved for the program were approved under SERFF
Tracking SERT-AFPRJKABEN0-GXO0-0000 with an effective date of 4102006 The currently approved
rules for the program were approvod under SERFF Tracking SERT-AFPRJKAZG/M-00A0-00/00 with an
implememation date of 2M1/2007. We currently have a revised rule filing 1L-823-F, panchnag your approval
which includes adding a group discount and minor revisions o the extorded reporting penod coverage as
requestet] by your depariment  There are no additanal revisions to the niles beung proposed under this
filing,

With this filing, we are requesting a rate change of -5.0%. Our request 1s hased upon the atiached
exhibils preparad by our Chisf Actuary, John E Daniel, FCAS, MAAA, whose Actuarial Memorandum 15
alsn enclesed to pravide a mora delailed explanation with respect ko the materials haing filed,

In addition, we are submitting the following’

~  Two copias af Lhe Cover Letter andd a postage paid self addrossed retum envelope far the return
of one copy of the Caver Lotter witlt your stamp of approval

n Foryour advisement, we are including a copy of the currently approved PICA Podiatric Rating
tanual Ed. 1-05 and lilincis suppiemant,  All changes have beon eflerted via the Winois Rating
Manual Supplement  The currently approved Vknois supplement is Ed, 1-07 {effeclive 20472007

» e affirm that the Campany does not unfairly discriminate in offering, administering, or applying
the filed rating manual andfor any amendod provisions  Coertification by a company afficer is
included.

»  Tho llingis Dual Certification as requires,

~  Tweo ropies of IMineis Fonm RE-3 as reguired

n  Proposed 2007 Ratas for aach 1lincis Tarrtory

» 2006 Rales for each Hinois Territory with all revisiens marled

r  Anompleted lingis Review Requrements Cliecklist

Brenda 7, Crawford = Regulatory Alfairs Coordinatol
110 Westwood Place » Brentwood, T 37027
1-BO0-251-5727 or 815-371-8776 %, 21580 » Fax 615-370-1803 ~ berawford@picagroup.cam
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WMas Gayle Mouman

Winois Department aof Insurance
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H.LINMOIS CERTIFICATION FOR
MEDICAL MALPRACTICE RATES
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CERTIFICATION

I Tanet C. UVax , a dily authorized of(icer of
- __Podiatry Insurance Company of America a Mulwal Company
am authonzed to certify on behalf of the Company making this filing that the company

does nod unlairly diserinmale in offering or adnunislering this program.

1

§
% .

_ I “41 G LT

Taneng U Assistant Secrdtary

- 8-07

Date

Insurnnce Company FEIN 38 - 1403235 Filieg Mumber _ [L-7a8-['

Insueer™s Address 1 Ut Westwonod Place _ o )
Cite Brantwond SN _ ZipCode _AHIZT

Contaest Person’s:
-Name and F-nail ) ~ Brenda G. Crawford  horawlorddd piesgroup.com

-Digeat Telephone and Tax Namber 1-B00-25]-5737 «. 2050 Pax: 615-370-1803
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Change in Company's premium or rate level produced by cue revision efieenve. CAnnln 2oy
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Podiatry Insurance Company of America

2007 Podiatric Rates

Illinois Territory 01 - All counties except Cook

Sole Padiatrist

Claims Made
Ll . 1st Year 2nd Year Ird Year Ath Year
(10 vl el Mon-surg. Surglcal|  Man-surg, Surglcal|  Mon-surg. Surgicall  Mon-surg, Surgical
1001300 51,762 52,565 7 643 $3,848 $3,745 5,451 &4 A6 46,1 1.3
2000600 52,115 53,078 3,172 441,618 hiet A1 6,042 30,287 | 47,596
2501750 42,273 43,309 3,40 14,96 f4831 57 032 55,68 5,243
5001 000 $2,467 3,571 £3,701 $5,367 £5,243 %7631 16,168 58,978
5004500 42,539 13,654 43 807 £5,541 45,393 47,850 116,344 $9,235
100041000 [ WEY $3,976 44,007 55 064 55,804 8,419 6, B2 19, 540
100013000 +2,096 54 3] $i1,494 56,511 40,366 9,267 £7,490 410,902




Sale Podiatrist

Podiatry Insurance Company of America
2007 Podiatric Rates
linois Territory 02 - Cook county only

Claims Made ]
(AL ist Year 2nd Year 3rd Year 4th Year
(00 oraltbed) Mon-surg. Strglcal]  Mon-sbrg, | Surgical|  Wom-shrg, Surgical|  MNen-surg. Surgizal
10063040 82777 S, 042 B, 165 %6,063 45,901 +8.589 56,044 10,105
2000600 53,332 s, 550 998 57,276 47,081 10,307 £R,331 Fi2,126
2B0/750 $3,582 $5,214 w5 373 821 h7a12 11,080 SRORG 143,035
500M 000 13,883 H5,650 R, A3 18,188 }8,261 112,025 0710 h14147
| 500MS00 13,595 15820 £0,%98 $8,731 $8,457 $12 368 0, 97 £14,53]
| 1D00M1000 1,304 56,265 56,456 19,308 0,146 $13,314 £10,760 515,067
1 06DI3000 4,721 6,072 47,081 $10,307 F0,032 514,602 511,802 517,179




ACTUARIAL MEMORANDUM
PODIATRY INSURANCE COMPANY OF AMERICA (PICA)
2007 ILLINOIS PODIATRIC RATE INDICATION

Enclosed are exhibits to support PICA's proposed statewide average podiatric
rate change of —-5.00% (Table 1, Line 20) in lllinois. The point estimate indicated
rate chahge is —4.84% (Table 1, Line 19). The selected rate change reflects
PICA management’s consideration of undenwriting, legislative, and marketing
issUes.

It i= my belief that the aitached Tables and Exhibits indicate that the proposead
rate change is not inadequate, excessive, or unfairly discriminatory. If you have
any guestions concerning thase Tables and Exhibits, please call me at (615)
984-2030 or email me at jdaniel@picagroup.com.

Sinceraly,

John E. Daniel

John E. Daniel, FCAS, MAAA
Chief Actuary

The PICA Group

John E. Daniel, FCAS, MAAA, Chief Acluary
110 Weslwood Plase » Brentwood, TN 37027
1-BOO-281-5727 ext 2030 ar 515-9584-2030 » Fax 515-370-4803



PODIATRY IMSURANCE COMPANY OF AMERICA
PODATRIC MEDICAL MALPRACTICE
ILLINOIS
Tablet

IMDICATED RATE CHANGE FOR 2007

Porcentage
of Writien
Expense ltom Promium
(1 General Administrative Expenas 17.92%
(21 Profit and Sontlhgenons 5 0%
(3] Invostment Inocmea -5 9a
f4] Taxrs, Licenses and Fras o 0.50%
@5y Talal 17 10%
{&)  Tanget Loss & LAE Ratla a2 bd%h
(71 Loss = ALAL A5,81%
(B WULAE 5,75%
(1) Death, Disabilily, and Retrement Loading A,00%
(10} Takal Loss & ILAE 56 &7
(11} nelicated Rate Change =31 i
£12) Armual Loss Cost Mrend Factor 1 040
{13) Beginnlng of Trend Period 4112006
(14} Enchng of Trend Penod Af1#2003
(153 inngth af rend Penod 0 Yoars 2,00
(15} Trend Factar Snes [as) Tiing | Ok
(17 Complemont of Grediility far Rate Changs 8 400
{1A)  Credibility Facior A4.60%
{18] Crodibility Weighted Indicated Rate Changs -4,04%
(20} Selecied Rate GChange 5 G0
Mrlns

i1 Fram Sachen B of Appendix, Exhibit 1

121 Selected by PIGA management

3] ltern {10) frem Appandy Fetint 2

{4y Based on actual stale tax rates,

(51 = Sum of (1) through (4

(& =1C0 00% - (6)

(71 Mem (10 fram Tahe &

i8] Frrwm Sechon B of Appeade, Exmibit 1

19 Weghlod Average of Column (9) of Appendee Fxhibut 3
1101 = Sum al (7] through (9]
(11} = {100/ (G} -100,00%,
(371 e (13} from Appondree, Exhibit 7
{1341 Effactve date of mast recent filing
{14} Qpo year beyond requested elfecive date ol 1 filing
(18] = (12} {15)
{171 = 115 - 100 00%
(18] lwerm {4} from Appeandi, Exdilit 4
(EE = et ARy + 17 (100 DO% -(18]]
1207 Sclected by PICA management




PFODIATRY INSURANCE COMPANY OF AMERICA
PODIATRIC MEDQICAL MALPRACTICE
ILLINOIS
Table 2

ESTIMATIOM OF STATE ULTIMATE INCURRED LOSSES & ALAE

USING LOSS DEVELOPMENT METHODS

A. PAID LOSS DEVELOPMEMN T METHOD

FPaid
Talal Faid Loss r ALAE Estimatad]
Report Loss and ALAE Development Llitimate
__ Year as af 12/3172005 Faetar lLogss + Al AR
(1] 2 @) (4]

2001 187,742 1.049 195,941
2002 1,146,753 1417 1,284 274
2003 33 BT 1.327 505 406
200 183,895 2,148 305 006
2005 43174 10,035 433, 1685

1,048 443 2,818.7092

B. REPORTED LOSS DEYELOPMENT METHOD

Reportad
Tatal Repoytod Lass+ALAE Estimaled
Repart Lo=s and ALAE Diavolapient Ulimate
Year _os of 12751,/2005 Factar Loss + ALAR
{5) {6) (7) (8)
2001 202742 1.000 252 742
2002 1,527 525 1012 1,647,055
A003 2161,152 1.0034 223480
2004 1.285 057 1,085 1.4002 525
2005 1,138,748 1.542 1,755, 546
6,515,202 ¥ a3%.80%
MNotos,

{2} Rircct Faicl Losses for @l Binois padiatrists insurcd by RICA

13y Cumulalive factors from Appondix, Exhilat 5,

(4 =(2)*(3)

By Direct Reportod Losses for all Minols podiatrists insured by PICA

(71 Curmulative factors from Appendix, Exbibil G

(8) =(5)* (7




POMATEY 1HSURANCE COMPAMNY OF ARERICA

PODIATRIC MEMCAL MALPRACTICE

ILEINCHE
Tabla

ESTIMATION OF STATE ULTIMATE INCURRED LOSSES & ALAE

USTMG BORWHUGTTER-FERGUSON METHONRS

A IMITIAL EXPECTED LOSSES AND ALAE

L]

={1G34 {17

il Imifial
Cilroct Fapetlod Exprrte:d
Rrpnrt Eamezd Lioss4+ALAR Limata
Yol _ _Prarmum Fahn Loss 1 ALAR
{1 () ) )
nna 1,628,067 23 203 o0, 058
200 1,458,196 A2 10 1,195,537
2003 3,638, N0 TE 1% 270,805
00t f,105,5¢5 T0.20% A,RR4, 114
2005 £, 054,740 67 20% A, 074504
| 7, AR0.GAM 12523 7B
B PAID BORMHIIETTER-FERGLUSOE METHDD
tnltin Fali Fpaciad
Cxpocted Lazs+ALAE Perrcoant af Expeslng MPaud Cathmated
Rupenl LR Dovelnpment Loosi sl AR LasstALAE l_ruR+ALAL LIHimate
wenr Linsg- Al A Faclor Llzipall _ Unpad ag of | 28105 LogsALAE
(5l ") 7 {3 151 oy [
aom 134,968 1 0 A 07 43 800 187,742 231,592
annz 1 105,537 1117 10 473 126173 1 148, 74h3 1,274,020
Z00% 270,054 17327 WA el G572 B20 A03.4¥% 1,056 77
#0004 A,3684,114 2145 A3 45"%, 1,810,708 | 83,05 2, U090 604
2000 4,074,504 |0, 053 00 Q%% 3, GB0,2T5 . A 3711450
13,520,761 G425,897 1,048 447 ,374.270
C REPORTED RORMHUETTER-FRERGLIEON METHOD
Inihal Repaned Expocied
E=xpociad L.oss+ALAL Mrrcant of Expocled Ropartod Estirnaio
Rrpatt iLhade 13wl ek loss+ALAE | nEs+ALAL Lass - Al AE Ulhmate
__raar loss+ALALE Fantar Unre pored Unremarged _nonf 12081000 Loss tALAF
[12} (%) (4 (15 18] §17) {18
0 033,068 1 000 .00%, ] pLie A v 202 7]
20052 1,185,097 1012 1 16% 11,227 1,527,525 1,641,757
2003 2,720,530 1034 3.70%, BOAIG 2,105,152 #_FA0,090
20104 3,054,114 1 DA 7 8G5% 274,513 |, 205037 150600, G
2005 A LTaa0s 1542 AN 1A 1432188 1138546 26700124
12825 FE1 1,R10, 700 5515201 5,325, 1150
Mofos. }
12} Clrzct eamer predmiur far ol Mnois porlialis) s nsueed by PSS |
oy ={d1 T
(T Evont Coluran (3] nf Table 2
[ = 100 00% - [1R0.a0% /(7))
1 R}
(10 Frara Galumn (2] of Tahle 2
(n =E -
14 Fram Calumn {73 of ‘| abla 2.
{15] =103.00% - [100.00% £ (143]
{15, =430
17 Ferm Crlurmn (B) of Tabile 2,



PODIATRY INSURAMCE COMPAMNY OF AMERICA,
PODIATRIC MEDICAL MALPRACTICE
1L_LIOIS
Tablz 4

DEVELOPMENT OF INCURRED LOS5ES
TREMDER TO A 2007 COST LEVEL

A, SELECTION OF PICA ESTIVIATED INCURRER LOSSES & ALAE

_Estimated Ulbrnale |oss - ALAE

Pairl Feporkar Paic} Reported
I nsn | nma Bornhuatter- Bornhuaiter-
Fepar Oevelopment Cevrinpment Fergusnn Ferguson
aar rathod ..__Method _ Method Medhod Selechar
( {2) (3 (4} (5 (6)
2001 196,541 202,742 231,502 A0a Fa2 253,504
aonz2 1,284,274 1,647 0BG 1,374,925 1,641,752 1A/ 002
2003 500,406 2.234.5M 1.085,707 2,250,081 1,512 0534
2004 305,005 1,402,525 2,099,504 1,669,530 1,834 507
2005 433,165 1,755,846 3,711 4580 2.570 534 3,141,082
2,818,702 7332 800 8374270 8,325,593 8.204 224

B. TREMDING OF PICA ESTIMATED ULTIMATE (NMCURRED LOSSES & ALAE

Srlectad Trended
Fatirmated 4.62% Estirnated
Feport Ultimate: Lozs + ALAE Ulimalte
Yed| Loss+Al A Trand Cactor Lose+ALAR
{7} (8] (3} (1
2001 253 504 1342 240202
2002 1,4(2.002 1.2R3 1,870,749
2003 1,812,034 1.2725 1884 857
2004 1,834 502 1,172 2150142
20058 3,141,162 1120 3,518,128
8.204,224 9,735,085
Moles:
{2y From Column (4) of Section 4 of Table 2.
(41 Fram Colurnn (8 of Section B of Table 2.
¢ From Solumn §11) of Sectlon B of Table 3
(5} From Salumn {18 of Section C of Takle 3.
{3y Couat to the average of all faur methods for 2007
Equal to the average of all four methads for 2002
Equal lo the average of all four methods Tor 2003
Equal to lhe average of the Bornhuctter-Ferguson methads for 2004
Faural ko the average of the Bamhuettor-Ferqusan welhocls for 2005
(% Based on fem (13 from Appendix, Fxhibit 7

{10}

= ()" ()




PODIATRY INSURANCE COMPANY DOF AMERICA

PODIATRIC MEDICAL MALPRAGTICE

ILLIMNOS
Table &

SELECTED STATE OM-LEVEL LOSS AND ALAE RATIO

On-Level Trended
Direct Prermium Direct E=atirmatec Ch-level

Raport Earned Adlustiment Earned Utimate Loss + AlLAE

___Year Premiun Faciar Fremium Lozs+ALAE [ akic

(1) {2) (3} 14) (5) (B)
2007 1,128,567 1,752 1,977,246 340,202 17.21%
anna 1,456,196 1 542 2.301.074 1,875,749 TE.450%,
2103 3,635 002 1.136 5,221,258 i.664,857 35 52%
2004 5,108 575 1.229 5,274 752 2,160,142 a4 27%
2005 5,084 2440 1.085 _ 6,529,383 3518,135 S3.017%,
17,360,580 22453 787 8,738 085 43,50%
7y S5T Wt Aug = 4% 30%
(B 4YrWild Avg = 45.81%,
Ay AW Wil Avag = AS.51%
(10} Sealectad = 45 81%
Mnfes:

(2% From Coluren (2 of Soction A of Table 3,
(3) From Column (5) of Appandle, Exhibit 8,
(4 =27 (3)
{51 From Celumn (10} of Scctian B of Table 4.
(6] _=(5)/ 4
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PORIATRY INSURAMIE COMPANY OF AMERICA
PODIATRIC MEDICAL MALPRACTIGE
ILLOIS
Appendi, Exhibit 2

ESTIMATION OF INVESTMENT INCOME

{17 Discount Rate = 5 0%
Diseounted
Paid Cumulative Incrarmental Incremontal
Logs + ALAE Percent Porcent Foroent
¥ oar af Doveloprment af Losses of Lassas of Losses
Fayrnant _ Factar Fall FPaid Paid
(2) (3) (4] (53 (8}
1 10.033 5,87, = =S Q.7 3%
e 2148 46 55 36 50% 34 .00%
K 1327 TH.35% 28 81% 25.60%%
4 1.117 BB.55% 14.17%, 11,855,
b 1.040 05,533% a,.80%, 4 LAY
5 1006 0%, 40% 4 (7% 2 11%
T 1.000 1040 00 % .60% 0 445
A 1 000 100 00% 0 00%: 0009
g 1000 100.00% 0.00%, (1,000
100,00% 89,300
{7} Investment Income as Percent of Lossos = 10 61%
{fY RExpected Loss Ratio = 55 80
() Investment Income as Percent of Premium = 6. 02%
(11 Inwestment (ncome Offset = -5 823%,

Mates:

{31 Cumulative factors fram Appendix, Exhitut &
{4y = 100,00% f {3)

(& = {4}~ (4) for prior year]

(Ry = (5} F{M100.00% + (15 ~ 62 - 0.5)}

{7) = Tolal {5}~ Tatal {6}

(f) From Colurnm (4) of Anpendix, Exibit 9

{8 =(N" (8]

| (10 = Additive Inverse of (9)
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FOMATRY INSURANCE COMPAMY OF AMERIGA
PONIATRIC MEDICAL MALPRACTICE
ILLINDIE
Appendix, Exhibit 4

DERIVATION OF CREDIRILITY FACTOR

Repart Reported

Year Claims

{1} {2}

2001 8
2002 20
2003 35
2004 20
2005 2B
120
(31 Full Credibility. 1000
{4} Grndibility Faclor. 34 B

Motes:
(4) = {[Tatal (2}] / (3} " 0.5




a0 | nac'l aco : LI GHa L ey ITE | ari £ Eonl
Ina el P9 ER 0 JNokps AT @ EL  WMCIOE PO EF A9 S InoiyE IMCIEL EMIE[RLIN G
Lod L ool 0L fFO L ZE | gILL GLE L 148+
pEIIsEs
Q6L naoL 500 | ZraL ooCTL i L5EL £0C | orG s
[wog=UE|R eAtiany] ;155187 [0 & €|ppoY 10 2GRaay g durg
oo Aol ool acn’. L cac | PEL L Gl9L Ligw
1=aiET 1o a0eieny payBic s smops,
Lig | = ('t 200" oo L B0 L GG | fA-rA| LIERS IR
5 y=23ET] 0 cEeieay pajy BIo gy, s,
GAG | 0L Eac'l SEOE e | S9E0 L 54T | BEG | Tlv S
£ 35516 10 9B BIGAY pEjUbIafs, BuuT O
AL LEFLT |T00z
sr0esE'El PLSESLT [F0T2
JEA'GLLEE ELLLZOEL LE0'9FDZ (D002
LOTERIEE ZGE'CALEL 9FG'0SC L SIE'CER'| [220T
ZTRPBEE'Il LiEOLE'C) OLIUATEL LFETLRR'T BAC'SFF) | LOOT
EFE'RCC Bl TOEHLTG) EPDREELL TEEWES fL O COFAGEG FSZ'GEf| (O0GE
LLCLEE'AL 958" 1FEEL OFE'GES'G] TLR'CLGFL FIG'PEF0L EIE'SELE  G2L'Z9r  [EEEL
FLS'PECTI GGZ LGU'GE CRLGREEL 122VUFSEl SLOOIM'CL GO5'9)E'?  O0DOEEY'F  (LS'EIC (Eosl
GLIZ'IER'ZL EDE'SER'EL Loiildl CENVOIL'ETL STAESFEl CLES0L'0D LPNECE9 cooiERF' T LECOPE (.dFL
ZROBELEL CIE'PEL T SIEBTLEL UAE'CILE] QLTEIGE'0L BIFPEICE O LLVLEZ'®  FREL'9O0'Y EZRE'0¥FT D9G'0LE  [BEEL
LI e LB 21Tl CRP'ECC'EL NEr'eFREL SRETLEL'ED OLFIEDEL QT0ESLl ZLULLC'E SLyOest GEGL
EOHGE%'E1 COA'GSE'ZL TRRSLE'EY NEC/TA'[L CZTeGL'll ENA'TEC L BeLevi'G CR'SIL'S FaG |
L92°E0TCL LER'BSL'SL ZED'ECI'CL EY0'A0L'SE TARELDFl LEL'CLSEL Le0'RESCl 3Gl
OLESLEOL 2L7 0E6'D% QEC LOG'OL LIE'E55'0L QLE'0LE01 OZEFRI'DL ZEE L
070 PIEE IPDEOS'E  BUASERE RUCLIE'S  DFE'EGE'S LEEL
H29'FSET SRLERE'L GORTRLSL goboigs 0&SL
LEL'FLES L] FLO'E BRECME'S GEGE
EVE'EEG'S  GLELICT BEG1
ZEI'OFR'L LB !
C21 al| Gl ¥ zl il 2F ag ¥ g1 JE, FLERI_
[ ) 2liy _

(3T &N 55507 pred palIun}
MIGEV TWHOIZEIJ0Hd LER2LE100d
SHOLYVYH LHIN40TaAATIA 8207 AV 2AIAY ALLNNGD 20 HOlLvATT

G YRS wnJeddy

FHIDWTESTHIN T DI0=M I LYIQ0S

YAIHIWY A0 ARTEROD ZTRYENZHL AHIYIO04



o L e 0L 0o . ol ELOL o0, £onL TFE L
THmarell wWnolgs  rhioEy dnoigd LnGoE Ano gk HN9.SE hnSFz i otel ErEHEIN G
[(HICA coxl iyl Ohd | OoG | cig ZE0 1 2FG [
PE}IS[ES
LAk aGo | aae' | aod b GnoL CEOL Coan CEQ | GOF |
‘o ghIH aBedeny) £180187 10 £ 2 ppp fo aBklaay gdung
LEE G noe | SGE0 OGE 9 QEGEC AN e LEQ | el SlF |
£ YEAET 2 mmm._u..._ﬂ ﬁmgnm“_u_ﬂ__ IUIrNas,
5560 Z0a | ARG 0ol BGC d S0 GED | LRGL FEF L
o 1ESIET 19 .mmEn_.__F_q. _u.md__._m._m._,_n._ Eunon
znd kb o6l SE6 0 GO L 171201 FLOOL ZEQT] CEQ ] GOF |
Iizalen 4o mm.mhm:,_._n_q _umEmmm_ﬂ__. GLUInoe,
LCE0Lg )| [ennE
CERLAE'GE TEL'ILL ) [PODE
RS LAC'E PLTDoy AP CTD'YOP'QD LOCE
LEECFECE RO0LOL'AZ VEEREL'WE LLOLER L (002
2LEt9EL L1 E9Y'ERS'9) BOE'EGI'GL SECUGRS'TL BFF LEXQI [S0IE
SEEEOE'GL AFZOSLAL ESG'LIOS'6L SEETEFl'SL GELGER'Ss LFE'LNCEL [OCDE
ARA' LSS BRETETL)L FEDRLLUB! GEZ'GES'OL SLETILLG| FAE'SPS'S] DER'PICZL |GBEL
FLE'WEES] BOE'LGE'S] TeL'FEP'SL BREERYLL (L9 FSECL ERL'ESIRE ORCFSSFL ECO'RAFTY BOEL
GLE'LEY'E] EOS'SZ8'ClL CRETED Ll SEF'OFZ'ElL £FD LEDTL SEFEQOEL 502 L9Z'El LTE'ERREL EGL EFE'R LSS
EFEA0LEL LBE'RSLE] EGLAIS'TE PCEQEYZL TENEGS LI LOLECL L ACRECOEL LEFSLEIL DOL'IEDPL FETESLL |BGSL
JPFALETEL APEAITCL SRLPE'E; LIEUSA'ZL EELCICEl BRTCLLEL SEEPIEEL MFMIZDEL SOLMESNL SEGL
TORDERTL Sl GEE'TL SEYLA00) BREOA'TL DLEW0S'Z| LDE'EDT'EL SOEAS'EL EBLZOHETLT FaEL
LASCOCICL GEOEOP'SL LRL'DRTTEL OVE'AICSL ZPEESOTCL OLEAIL'SE SRS'CLE'E) CREL
0L gLE'OL §0L125'00 205 160 L) 129 2011 GOUIER §1 TELCOFLL Zh5L
RS’ POERLYE EATAG'S  LZ0ALSE EETO9EIL BT
QEQ LAS'E BRetIEE S EMR'DLINMT STAGGR'E JEGL
EFE'PEE'S  EEE'REE'S cgitcil's REEL
OcL'LGLs  GlrEdL's oEEL
|SEZ'ORES AB6L
oal Tl o5 3 21 CE Gk a% 119 i igsy, Aparl
| 2Ly

{397y en(d s=es0q AN OEY FElUUA)
AMALER Y NAISEESgUd 1S 1 Y(E0d

EH0LIYA IHNANH0T8A2 06 €507 Q2L Q43 J0IAL AHENNAD 49 HOULYAY2d

WIHANY J0 ARNTANGD SONYSNSHI A LYIG0L

CIAYES K Jendy
FIWDVEL TV I IETIW DI Lviaokd




PODIATRY (MSURAMGE COMPANY OF AMERICA
PODIATRIC MEDICAL MALPRACTICE
Appeonei, Exhibit 7

COUNTRY'WIDE LOSS TREND ANALYSIS FOR PICA PODIATRISTS

A, Sewerity Trend Analysis

Seleclad
Reporl Vears of Ultimale Averane
Year Trond l.oms and ALAE Claim Cound Soverily Trend
1) @) (@) ) 5] (B}
14996 1 12,739,647 200G 381,813
14987 2 12,831,278 175 73,322
1aan 3 15,304,674 104 23,6467
M99 4 16,561,998 219 75,826
2004 L 19,402,425 prac A5,3545
a0 G 17,211,800 263 G5 444
Ann2 T 75 6RO 4538 ass TAA65
2003 ) 30, BG0,5AS a1 L5, 4R7
2004 Y 29427,Mm2 a8 TTEAN
2005 10 32,472,305 367 a8 481
212 885,770 2741 77,70 G.8R%
B. Frequency Trend Analysis
InsLira:
Count Clalm Count
Report Years of asafl as of Avarana
Year Tren 12311005 _F2RAN0S Fretguency Trand
n (&) {9 (10} (11} {12)
955 1 3,173 05 § 4923
1987 2 3,337 175 52442
1090 3 3801 104 5256486
1049 4 3.89E3 218 £ 4084
20010 5 4 A7H 252 A4, 7600
2001 B 5,043 263 52181
2002 T £,314 355 56180
2003 L3 7,205 A 5.01014
2004 g 7162 ara 52518
004 10 7837 367 4 8055 .
52 235 274 -2 2%
0
(13 Selncted: 4 62%
otos,
3y Expecter Ultimate incurmed Loss for all podiatrists msured by The PLCA Group
{1 Represents experience of all Podiakelstis insured by PICA,
(5) ={2)/(4)
(R1 From exponential line of bast it through (5
E11y =108 £ (3 * 100
{12y From exponential ine of host fit through (11}

{13)

= [00O0% 1 (6] X [C100.00% ¢ fi2)] - 100.00%,

_1




PORIATRY INSURAMCE CORIPANY OF AMERICA
PODIATRIC MEDICAL MALPRACTICE

PREMIUM ADJUSTMENT FACTOR

ILLINDIS

Appendhx, Exhibit 8

Cumulathve Avarage
Fate Rate Earnad PremiLm
Repart Fate Change Change Premitim Adjustiment
“faar ___Change Factor Factor Factar Factor
(13 2 3 ) &) (8
2000 3 00%: 1 Q300 100300 1.0300 1.77B2
Ano 3.00% 1.0500 1.060% 1 0455 17518
200z 10,30% 1.1030 11702 11155 1.6417
005 18, 00%, 11800 1.3608 1.2755 14358
2004 15 80% 1.1590 16005 1.4808 12287
2005 O, (04 1.0900 17443 1 B723 10662
2006 5,00 1.0500 18315 17878 1.0214
2007 10315 1.6315 1.0000
[Motes;

(3 = 10000 + {33,

{47 Praruct of (3) for all current and prior Report Y ears

(31 Awerage of (4) far current vear and first prior year Assumes

uniform distribution of ronewal dates,
{8} = (&Y for 2007 £ {5}




PODIATRY INSURAMCE COMPANY OF AMERICA
PODIATRIC MEDICAL MALPRACTICE
ILLIMOIS
Appendix, Exhilit 9

DERIVATION OF CREDIBILITY WEIGHTED LOSS RATIO

Minos
Credihility
hnois Conntry Wicle Waightod
Expecled Expecied Cradiblity Expacled
Laoss Ratio l.oss Ratio Factor Loss Ratia
{1 (2 {3 (4)
45 8% G1.1% 34.6% 55.8%

Mates

(11 From Tablc 5.

{2) Expocted Total Loss Related Ratio for all
podiatrists msured by The PICA Group

{5y Frorn Appendix, Exhlbil 4

(4) =3~ (1) [100- (3" {2}




PODIATRY INSURAMCE COMPANY OF AMERICA
PODIATRIC MEMMCAL MALPRACTICE
Appendix, Exhinit 10

ESTIMATION OF COUNTRY WIDE ULTIMATE INCURRED LOSSES

LUSING LOSS DEVELOPMENT METHODS

A PAID LOSS DEVELGOPMEN T METHCD

Paid
Tatal Pal Loss + ALAE Estirmated
Reopark Lass and ALAE Poveloprment Ulurmate
Year as af 12/31/2005 Fartor Logs+a_AE
{1} (2} {3 {4}
2001 16,3295 R4z 1.049 17,203,434
2002 A2 553 483 1117 25,203,388
2003 22,178,037 1,347 28432 F74
2004 12,280,048 2,148 25,3005 875
2000 2142116 10.033 21451 860
75,574 405 119,728,324
B, REFORTED LOSS DEVYEILOPMEMT METHOD
Roported
Total Reparicd LosstALAE Estimataid
Repart Lasg and ALAE Development Uitimate
Year as of 120342006 Factor LogstALAE
{5) {8} {ri {8}
2001 17,136,378 1 04 17,138,378
2002 25,843 65503 1.012 26,155,676
4003 30,971,583 1.034 32024827
2004 25,951 A85 1083 2E,138,352
20085 17,610,631 1.542 27.1686,593
117,544 080 130 608 GEG
Motes
{2} Direct Paid Losses & ALAT for all Fodiatrists Insured by PIGA
{3y Curmdative factors from Appendix, Exhibit 5
(4 =23
(3 Direct Reportoed Lasses & ALAE for all podiatrists insured by PICA
(71 Curmulative sactars from Apnpendix, Exhibit &,

{B}

= {6 " (7}




FOOATRY INSURANCE COMPARNY OF AMERICA
PODIATRIC MEDIC AL MALPRACTICE
Mppendiz, et 11

ESTIMATION OF VLTIMATE (NCURRED LOSSES
UsING BORNHUETTER-FERGUSGN METHODS

A IMITIAL EXPECTED LOSSES AND ALLAE

Lbial Inibal
Dlrect Expected Expeatrsl
Faporl Earned Lemz | Al AR Lilbirnate
Year Premiim _ Rrho _  Lass+alAR
i1 12 K 1)
20 24,905 G 53,207, 20,765 305
2002 1,27V 608 A2 10% 25575824
2010% A2 120,745 75 10% 31,632,678
2004 50,541 950 7O 20% 35,761,244
2005 . 65853004 137 305 40,748,574
239,280,174 154,212,634

B. PAID BORNHUETTER-FERGUSCOH METHODS

Inmal Prud Expreiod

Expertad l.nas ~ ALAE Prreenl af [Zxpoctod FPaicl Csrmated

FHepmt LIt Neuvclopment  Lass 1o ALAE Lozat Al Al= Loss | ALAE LIfimales
Year _ _Less+ ALAE  Facker Unpad Unpacl _ asof i2039005 [ nes + ALAE

) [63) e (8 i) {101} (11}

i 01,095,595 14041 A4 1T% a7 16 10, 00347 17.571.010
02 ARGTH AL 1117 10.A7% A M. 574 22565 463 25,262 037
2002 A1 53R ET 1.227 240474 7,701,242 22,179,937 an,In4 200
2004 3,761,249 28 R A5 19,114,385 12,289,048 M, 403 438
2005 40348577 pliRy st DhD3%  _ EEJ26184 2143118 36,463,200
§54 27 654 66,554 500 75,574,ANG 142 469,042

C. REPORTED BORMHUETTER-FERGLISOMN (MIETHODS

letal Reporad Expartprl
l=wpoche:l lans 1 AL AR Mereent ol Fxpernlod Reprrlad izslhirate]
Repor Lhlimate Dz loprnenl Loss — ALAE lnss + ALAME I 058 + ALAE Uitlmraie
Yeor Lozs + ALAF Factor Unreporled Untepreted s el 1208005 LosstALAF
A T (14 {15 {16} (7 (13
2001 20, 755 BEG 1 (i AT & 17,135,378 17,136.371
a0z 70TR.A4 1012 1. 15% Ak 570 25,040,551 26 149,321
2003 3152679 1034 3.20% 1,000,715 a0, 553 A2.012, 308
2004 35,751,249 1."A3 7 GG% 2,730, 2 28,081,665 anyat, v
2005 40,340, 7 1642 A3 15% 14 182665 17 /10,0731 31,780, 205
164 217,634 10,265,270 A7 b i 135 AL 20
Motes

) Ciireet oarnod pramiom for ali pacialnists inanest by PRCA

My

) Fresm Cofumin (3 of Seohion A of Appendee, Exhibid 10,

(o = 100 DO% - [100.00% 7 (7))

0 = (> (5

{10y Frarm Colurmn {2) of Sechon & of Appentiy, Shbit 10,

(11 =[a2%4 {10}

[14) Errem Column (T4 of Sachon A al sAppendix, Exiib 10,

(18} = {10 0% - [100.00% £(14]]

16} = (13} " (15}

{ian Frarm Colurar {B) of Sechon A al Appendl:, Exlumt 100

(18] =[16) ' (17) —




PODIATREY iNSURANCE COMPANY OF AMERICA
PODIATRIC MEDICAL MALPRACTICE
Appendis, Exhibt 12
REVELOPMENT OF COUNTRYWIDE INCURRED LOSSES B ALAE
TREMDED TO A 2007 COST LEYEL
A SELECTIOM OF PICA ESTIMATED INMCURRED I:OS8ES

Catimated IMimate Lass F ALAE

Pairl Repnrtod Paid Reported
Leoss l.ogs Rornhieiter- Bornhuetter-
Reporl Develnprnznt Neveloprenl Ferguzan Farguson
- __Yrar Method fexthed Method Method Selectorl
(1) {2) {3 {4) {3} {5}

2001 17,203,434 17.1365,378 17,371,010 17,136,378 17.211.800
2002 25203 288 25,153,678 Ah2h2 037 28,148,131 25 600 558
2007 20,432 775 32024 5327 20,974 225 az2.012,200 30,860,085
2004 26,305,705 20,135R, 352 31,403,438 28 721207 29,421,012
AN 21,451.800 27,155,503 38,4688 300 41,793,208 32,472,396
119,728,323 15341, 508 666 142 4659 12 135,812,320 136.656,751

B, TREMDIMG OF PICA INCURRED LOS3ES

Selactarl Trended
Esimated A,62% Erbimatad
Repoml Ultimate | oms e ALAE Dltimnzte
Wear _ _Loss+ALAE Tromel Factor l-osstALAE
7 (8) ) 10y
2001 17,211,800 1.342 23,008,235
2002 A6, GED A5 1283 32,889,703
2003 A0.850 085 1,226 37835 566
2004 29421 012 1172 34,401,426
2005 33,472 388 1,120 36,269,084
T 126A55,751 164,744,017
Motes
2] Fram Secton & of Appendie, Exhibit 10,
o3 Fromg Section B of Appendi:, Exhibit 10,
(4 From Scchion B of Appendix, Exhibl 11,
)] From Soctinn © of &ppaondix, Exhibi 11,
il Equal ta the: average of all four methads for 2001

Egual Lo the average of all fnur medhods for 2002
[=uial to the awrrage of all four metheds for 20003
Emual to the average of all methods except Paid Lass Development for 2004-2005,
Paid Loss Develnpment Melhod appears 1o e hiasnd oo
(o Basrd on lem (133 from Appendix, Exhibit 7
(10} = (@) (@)




PODIATRY INSURANCE COMPANMY OF AMERICA

SELECTED COUNMTRYWICE ONM-LEVEL LOSS & ALAE RATIO

Appendix. Sxhibit 13

FODIATRIC MERICAL MALPRACTICE

On-Level Trended
[Gitect Premiurm Cirect Estimated On-Level

Report Garned Adjustment Earned Liftimate Loss + ALAR

Yoar Fremium Factor Pramium _ lLoms - ALAE Ratce
13 {2 {3) 4 {5} {55

2001 24,995 066 1.538 40 841 518 23.088,233 58 42%
Ano2 31,277 608 15356 48 042 253 A2.855 703 G861
2003 42 120,745 1,333 63,273,315 37,835,568 G7.24%
2004 50,941,950 1.145 58 532301 34 ABT 428 58 31%
2005 58,055,904 1053 63,131 451 353,358,084 57 B1%
209,280 473 266,921,347 164,744,017 G1 77%
5 Yrwitd Avg = B1.72%
4 % Wil Aveg = B2 GET
3 Y7 W Ay = G1.06%,
Salectad = G108%

Motos,

{27 From Cohrmn (2) of Bectlon A of Appendix, Fxhibit 11,
{31 From Column (8] of Appendix, Exhitit 14,

{4} = (21" {3)

(8 Fram Calumn {10y of Saction B of Appendix, Exhibit 12,

(B} ={5)/ (M




PODIATRY IMSURANCE COMPAMY OF AMERICA
FODIATRIC MEDICAL MAILLPRACTICE
PEVELOPMEMT OF COUNTRY WHDE

Appeandiv, Exlibit 14

COUNTRYWIDE PREMIUM ADJUSTMENT FACTORS

Cumulative Avnrage
Hate Rate Earned Premium
Report Rafe Change Change FramiLm Adjustment
Yeal Chango Factar Facter Factor Factar
M 2) @) ) (5) ()
A0 -2 30% 0 o710 .97140 09710 18675
2001 3 A0 1.0:3E0 1.0050 02885 1637y
2002 O 50%: 1.0950 11018 1.0538 1.5364
2003 20 7% 1 2007 13227 129422 1,3357
2004 13 13% 1.1313 1 4954 14055 1.14806
20058 5.56% 1 05656 1.0756 1 83RO 1 0527
2006 2 60% 10250 16191 1.59404 1.0123
007 1.6191 1,613 11,0000
[T\]Etes:
(3 = 10000+ (2.
(4 Product of (3) for all current and prar Report Years.

{)
(B

Average of {44 for current year and [irst prior year. Assumns

uniform distribution of renewal dales.
= (5] for 2008 / (5).




1.

ILLINOIS DEPARTMENT OF INSURANCE
MEDICAL MALPRACTICE REPORTING
COMPANY DEFINED ITEMS

FOR ALL REPORTS REQUIRING "BY COUNTY" INFORMATION, THE
COMPANY MAY GROUP THE DATA BY POLICY ISSUING COUNTY OR
OTHER METHOD THAT IS CONSISTENT WITH ITS RATEMAKING
PRACTICES. THE COMPANY MUST IDENTIFY WHICH METHOD IS
USED. THE COMPANY MUST USE A CONSISTENT METHOD TO GROUP
THE DATA IN ALL "BY COUNTY" REPORTS. DATA GROUPED BY
TERRITORY IS UNACCEPTABLE. DESCRIBE ANY CHANGES MADE TO
THE WAY IN WHICH THE DATA HAS BEEN GROUPED DURING THE
PAST TEN YEARS AND THE IMPACT OF THE CHANGE(S) ON THE
REPORTS.

County location is based on policyholder location. There has been no change
in this regard during the past ten years.

DESCRIBE ANY CHANGE(S) MADE TO RESERVING OR CLAIM
PAYMENT PRACTICES IN THE PAST TEN YEARS AND THE IMPACT OF
THE CHANGE(S) ON THE REPORTS.

No changes have been made to reserving or claim payment practices in the
past ten years.

DEFINE CLOSED CLAIM, L.E., IS A CLAIM CLOSED WHEN IT IS
ASSIGNED A CLOSED DATE, OR WHEN BOTH INDEMNITY PLUS
EXPENSE RESERVES ARE $0, OR IN SOME OTHER INSTANCE?
DESCRIBE ANY CHANGE(S) MADE TO THIS DEFINITION IN THE PAST
TEN YEARS AND THE IMPACT OF THE CHANGE(S) ON THE REPORTS.

A claim is defined to be a closed claim when it has been assigned a closed
date.

EXPLAIN/DEFINE THE CORPORATE POLICIES WRITTEN BY THE
COMPANY.

All owners in the entity must be insured with PICA and maintain the same
Limits of Liability. There is no additional premium for a “shared” Limit of
Liability. A separate Limit of Liability is optional for an additional 5% of
the total premium charged to each insured in the corporation or partnership.
The maximum charge will be 100% of the mature premium for the
corresponding limit of liability and the minimum would be 5% of the
professional liability premium being charged.



5. EACH COMPANY SHALL USE THE BASE CLASS AND TERRITORY
THAT IS CONSISTENT WITH ITS MOST RECENT RATE FILING. PLEASE
DEFINE YOUR COMPANY'S BASE CLASS AND TERRITORY. DESCRIBE
ANY CHANGE(S) MADE TO THE BASE CLASS AND/OR TERRITORY IN
THE PAST TEN YEARS AND THE IMPACT OF THE CHANGE(S) ON THE
REPORTS.

The company writes medical malpractice coverage for podiatrists only. The
company has two territories for this class in Illinois. Territory 01 — All
counties except Cook ; Territory 02 — Cook County There have been no
changes to the base class and territory in the past ten years.

6. DESCRIBE ANY ADJUSTMENT(S) MADE TO EXPOSURES FOR
EXTENDED REPORTING ENDORSEMENTS AND THE IMPACT OF THE
ADJUSTMENT(S) ON THE REPORTS.

No adjustments have been made to exposures for extended reporting period
endorsements. Therefore, there is no impact on the reports.

7. FOR THE MATURITY YEAR AND TAIL FACTORS DISCLOSURE, LIST
EACH TAIL FACTOR WITH THE CORRESPONDING MATURITY YEAR IF
A DIFFERENT TAIL FACTOR IS USED FOR EACH MATURITY YEAR. IF
ANOTHER METHOD IS USED, LIST AND DESCRIBE FACTORS AND
METHOD USED.

The percentages in the following Table shall be applied to the mature claims-
made premium (4th year premium) in the year coverage is being purchased.

Years of Prior PICA Percentage of 4th Year
Claims-Made Coverage Claims-Made Premium
One 100%
Two 155%
Three 175%
Four or More 180%

8. DEFINE WHAT EXPENSES ARE INCLUDED IN THE EXPENSE FACTOR.

Expenses included in the expense factor are General administrative Expenses
and Premium Taxes.



10.

LIST AND DEFINE INDIVIDUALLY ANY "OTHER" FACTORS USED IN
THE RATE FILING TO ESTABLISH RATES. THIS COULD INCLUDE BUT
ISNOT LIMITED TO THE FOLLOWING: PROFIT LOAD, REINSURANCE
LOAD, INVESTMENT INCOME, SCHEDULE DEBITS/CREDITS, ETC.

Other factors used in the rate filing to establish rates include a
profit/contingency load and an estimate of investment income earned on the
premiums before losses are paid.

DESCRIBE ANY METHODS AND/OR ASSUMPTIONS USED IN
CREATING RESERVE STUDY EXHIBIT A AND WHY THESE
ASSUMPTIONS ARE NECESSARY.

There are no assumptions used in creating Reserve Study Exhibit A.



PicA.

RECONCILIATION

In order to reconcile the 1204 data with data contained in the most recent annual statutory
linancial statement, PICA has drawn entries directly from the annual statement wherever
possible. Where data could not be drawn directly from the annual statement, PICA has
generated reports from the database accessed for annual statement data using consistent
data delinitions,

To the best of our knowledge, the data comained in this report are accurate and reconcile
reasonably with the most recently filed annual statntery financial statement,

T Il —

I Douglas Webh, CPA
Chiet Financial Officer

Yot Pael , Feas a4

Jéhn E. Daniel, FCAS. MAAA
Chief Actuary

110 Westwood Flace 3 Brentwood, Tennesses 37027 3 800-251-5727 3 Fax 615-846-9486



